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Department of Transportation 1246.706 

1246.706 Warranty terms and condi-
tions. 

(a) When appropriate and cost effec-
tive, the contracting officer shall com-
ply with the following requirements 
when developing the warranty terms 
and conditions: 

(1) Identify the affected line item(s) 
and the applicable specification(s); 

(2) Require that the line item’s de-
sign and manufacture will conform to: 

(i) An identified revision of a top- 
level drawing; and/or 

(ii) An identified specification or re-
vision thereof; 

(3) Require that the line item con-
form to the specified Government per-
formance requirements; 

(4) Require that all line items and 
components delivered under the con-
tract will be free from defects in mate-
rials and workmanship; 

(5) State that if the contractor fails 
to comply with specification or there 
are defects in material and workman-
ship, the contractor will bear the cost 
of all work necessary to achieve the 
specified performance requirements, 
including repair and/or replacement of 
all parts; 

(6) Require the timely replacement/ 
repair of warranted items and specify 
lead times for replacement/repair 
where possible; 

(7) Identify the specific paragraphs 
containing Government performance 
requirements that the contractor must 
meet; 

(8) Ensure that any performance re-
quirements identified as goals or objec-
tives beyond specification require-
ments are excluded from the warranty 
provision; 

(9) Specify what constitutes the start 
of the warranty period (e.g., delivery, 
acceptance, in-service date), the ending 
of the warranty (e.g., passing a test or 
demonstration, or operation without 
failure for a specified time period), and 
circumstances requiring an extension 
of warranty duration (e.g., extending 
the warranty period as a result of mass 
defect correction during warranty pe-
riod); 

(10) Identify what transportation 
costs will be paid by the contractor in 
relation to the warranty coverage; 

(11) In addition to combat damage, 
identify any conditions which will not 
be covered by the warranty, and 

(12) Identify any limitation on the 
total dollar amount of the contractor’s 
warranty exposure, or agreement to 
share costs after a certain dollar 
threshold to avoid unnecessary war-
ranty returns. 

(b) In addition to the terms and con-
ditions listed in paragraph (a) of this 
section, the contracting officer shall 
consider the following when a warranty 
clause is being used for a major acqui-
sition: 

(1) For line items or components 
which are commercially available, ob-
taining a warranty as is normally pro-
vided by the manufacturer or supplier, 
in accordance with (FAR) 48 CFR 
46.703(d) and (FAR) 48 CFR 46.710(b)(2). 

(2) Obtaining a warranty of compli-
ance with the stated requirements for 
line items or components provided in 
accordance with either design and 
manufacturing or performance require-
ments as specified in the contract or 
any modification to that contract. 

(3) The warranty provided under 
paragraph (b)(2) of this section shall 
provide that in the event the line items 
or any components thereof fails to 
meet the terms of the warranty pro-
vided, the contracting officer may: 

(i) Require the contractor to prompt-
ly take such corrective action as the 
contracting officer determines to be 
necessary at no additional cost to the 
Government, including repairing or re-
placing all parts necessary to achieve 
the requirements set forth in the con-
tract; 

(ii) Require the contractor to pay 
costs reasonably incurred by the 
United States in taking necessary cor-
rective action; or 

(iii) Equitably reduce the contract 
price. 

(4) Inserting remedies, exclusions, 
limitations and durations, provided 
these are consistent with the specific 
requirements of this subpart and (FAR) 
48 CFR 46.706. 

(5) Excluding from the terms of the 
warranty certain defects for specified 
supplies (exclusions) and limiting the 
contractor’s liability under the terms 
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of the warranty (limitations), as appro-
priate, if necessary to derive a cost-ef-
fective warranty in light of the tech-
nical risk, contractor financial risk, or 
other program uncertainties. 

(6) Structuring of a broader and more 
comprehensive warranty where such is 
advantageous. Likewise, the con-
tracting officer may narrow the scope 
of a warranty when appropriate (e.g., 
where it would be inequitable to re-
quire a warranty of all performance re-
quirements because a contractor had 
not designed the system). 

(c) Any contract that contains a war-
ranty clause must contain warranty 
implementation procedures, including 
warranty notification content and pro-
cedures, and identify the individuals 
responsible for implementation of war-
ranty provisions. The contract may 
also permit the contractor’s participa-
tion in investigation of system fail-
ures, providing that the contractor is 
reimbursed at established rates for 
fault isolation work, and that the Gov-
ernment receive credit for any pay-
ments where equipment failure is cov-
ered by warranty provisions. 

PART 1247—TRANSPORTATION 

AUTHORITY: 5 U.S.C. 301; 41 U.S.C. 418b; 
(FAR) 48 CFR 1.3. 

SOURCE: 70 FR 6507, Feb. 7, 2005, unless oth-
erwise noted. 

Subpart 1247.5—Ocean 
Transportation by U.S.-Flag Vessels 

1247.506 Procedures. 
(a) The Maritime Administration 

(MARAD) is the enforcing agency of 
the cargo preference statutes. MARAD 
can assist contractors in locating U.S.- 
flag carriers and determine when such 
services are not available and they can 
assist contracting officers in evalu-
ating costs, services, and other matters 
regarding ocean transportation. 

(d) If no transportation officer is 
available, the contracting officer shall 
submit a copy of the rated ‘‘on board’’ 
bill of lading, for each shipment, no 
later than 20 days after the vessel’s 
loading date for exports and 30 days for 
imports as stated in 46 CFR 381.3. All 
non-vessel ocean common carrier bills 
of lading should be accompanied by the 
underlying carrier’s ocean bill of lad-
ing. The documents shall be sent to the 
Maritime Administration, Office of 
Cargo Preference, MAR–590, 400 Sev-
enth Street, SW., Washington, DC 
20590. The bill of lading shall contain 
the following information: 

(1) Name of sponsoring Government 
agency or department; 

(2) Name of vessel; 
(3) Vessel flag of registry; 
(4) Date of loading; 
(5) Port of loading; 
(6) Port of final discharge; 
(7) Commodity description; 
(8) Gross weight in kilos; 
(9) Total ocean freight revenue in 

U.S. dollars. 
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